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NOTES OF THE MONTH 


The Communist Information Bureau 


HE dissolution of the Communist International in 1943, 
according to those responsible both for that act and for the 
recent establishment of the Communist Information Bureau in 
selgrade, gave the individual Communist Parties the opportunity 
to refute the charge that their activities were guided, not by the 
interests of the working classes of their countries — much less 
the interests of the countries themselves — but by the changing 
policies and requirements of the Soviet Union. ‘I'he dissolution, it 
is claimed, strengthened the working-class movement by enabling 
the Communist Parties to develop their activities and extend 
their influence; but now it has become clear that the absence of 
onsultation and of any formal means for the exchange of views 
and the co-ordination of policy constitutes a grave weakness, 
which the Cominform is designed to eliminate. The danger to 
ational sovereignty and independence represented by dollar 
mperialism will, it is felt, not materialise if the anti-imperialist 
forces are united on an agreed programme of resistance. 
‘he implication that there has been any real difficulty, over the 
ir and a half years, in getting the individual Communist 
ties to follow a policy consistent with Soviet policy need not be 
en seriously, and could easily be disposed of, if space permitted, 
1 review of the activities of the different Communist Parties. 
en in cases where it would not be inappropriate to refer to “‘the 
tradictions of Communism’’, such as the attitude of the German 
Polish Communist Parties to the question of the cession of 
y, the policy followed has not deviated in any important 
rom that pursued by the Soviet Government and reiter- 
ed in Soviet press and propaganda statements. The establish- 
ent of the Cominform is as opportunist a move as was the 
lution of the Third International. Neither the one nor the 
r had any justification in Marxist theory. It is therefore in 
rmal and empirical aspects that the new body must be 
regarded as having significance. This does not mean that it lacks 
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importance. In the Soviet Union honour has been paid to the 
Cominform in a manner which appears to the outsider to be 
reserved for major events, a nation-wide series of factory meetings 
acclaiming its creation and repeating the slogans embodied in its 
inaugural statement. 

That statement recognised the division of the world into two 
camps, led respectively by the United States and the Soviet 
Union, the one aggressive, imperialist, anti-democratic, the other 
peace-loving, anti-imperialist, and democratic. Since words used 
as labels in international affairs have been deprived of any fixed 
connotation — although unfortunately they have not wholly lost 
emotional significance for those whom they are designed to rally 
or to frighten — this can be interpreted as a warning that the 
Soviet Union is prepared to give up any remaining hope of 
conciliation with her principal wartime allies, just as the dissolu- 
tion of the Comintern in 1943 was taken to indicate a strong 
Soviet desire to remove any obvious source of disharmony. That 
it is a warning rather than a declaration may be inferred both 
from M. Stalin’s remarks to the British Labour M.P.s and from 
the limitation of Cominform membership to nine countries only. 
Of these nine, France and Italy fall into a different category from 
Russia and her European neighbours. The Communist Parties, 
though strong;,have no secure position, and it is precisely in these 
two countries that the influence of American participation in 
economic reconstruction may be decisive. 

Whether the Cominform will be extended, both in its nature 
and its scope, clearly depends on the course of Big ‘Three relations. 
The position of the U.S.S.R. in the U.N. Organisation appears 
to be precarious, and if it becomes wholly untenable the new. body 
will be ready at hand to provide an alternative platform. On the 
other hand, with a more favourable development of international 
relations, the new organisation would be allowed to remain quietly 
in existence, like the Comintern after 1935, without encouraging a 
policy of revolutionary sabotage on the part of Communist Parties 


in countries whose Governments are considered unfriendly to 


the Soviet Union. 


Palestine and The Powers 

The momentous announcement by Mr. Creech-Jones of 
Britain’s decision to withdraw her troops and administration from 
Palestine has at one stroke removed from the problem one of the 
three sets of elements which have contributed to its intractability 
hitherto. If the United Nations will it, a solution can now be 
attempted in two dimensions, having proved impossible in three. 
The Palestine situation has always been made up of the interests 
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and ideas of three groups — the Jews, the Arabs, and the Powers. 
The last have been represented by Britain and her reactions to 
other Power pressures, notably those of the United States. 

On September 26 the Colonial Secretary, in a formal statement 
to the Palestine Committee of the United Nations Assembly, 
announced the British Government’s substantial agreement with 
the twelve general recommendations of the Special Committee. * 
But on the crucial question of enforcement, he stated that his 
Government would not feel able to implement a policy which was 
not acceptable to the Jews and the Arabs, so that it would be 
necessary to provide for some alternative authority. He further 
let it be understood that his Government would not participate 
with others in the enforcement of a settlement which it thought 
injust. But it was ready to give effect to any plan on which 
agreement was reached between the Arabs and the Jews. 
Finally he announced “‘with all solemnity” that his Government 
had decided that “‘in the absence of a settlement they must plan 
for the early withdrawal of the British forces and Administration 
from Palestine”’ 

After Arab and Jewish spokesmen had declared respectively 
their total rejection and their acceptance in principle of the major- 
ity plan of the Palestine report, statements were made in general 
support of the majority plan of partition, with modifications, by 
the delegates of the U.S.A. (Oct. 11) and the U.S.S.R. (Oct. 13). 
On the problem of enforcement, Mr. Johnston, the U.S. 
delegate, merely expressed the view that the Assembly had not, 
by admitting Palestine to its agenda, undertaken to assume respon- 
sibility for its administration during the transition to independence. 
He said that the problem of law and order during the transition 

1d might require the establishment of a special constabulary 

police force recruited on a volunteer basis by the United 

ions. On October 16, therefore, Mr. Creech-Jones formally 

| the British Government’s determination to withdraw at 

rly date and its refusal to “‘accept responsibility for enforce- 
nent either alone or in a major réle”’ 

[he alternatives before the Assembly at the time of going to 
ress appeared to be these. First, it might recommend a pro- 

ne of self-government, presumably some modification of the 

rity partition scheme, together with a machinery of enforce- 

As the Arabs have already made known their rejection of 

uch scheme, the enforcement machinery could not depend on 

ish participation, and it would have to provide for taking over 

he administration and policing of Palestine from Britain by some 

ternational authority with its own security force. Secondly, it 
' See The World Today, October, 1947 
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might recommend such a programme without any recommenda- 
tion on enforcement. This would oblige Britain to devise a 
machinery of withdrawal. The necessary dealings with Jews and 
Arabs in Palestine might be immensely complicated for Britain by 
such a recommendation, increasing the intransigence of the two 
parties and restricting the freedom of movement which would 
otherwise have been introduced into the negotiations by the 
imminence of British withdrawal. Thirdly, the Assembly might, 
by whatever procedure, postpone a decision. This, assuming that 
the British Government would not wish also to postpone its with- 
drawal, would again oblige it to devise its own machinery, 
which would undoubtedly have to be worked out with the Arabs 
and Jews on the spot. 


Burma Leaves the Empire 

The Constitution adopted by the Burmese Constituent 
Assembly on September 24 provides for the establishment of the 
Union of Burma as a sovereign and independent Republic, 
extending over the territories now known as British Burma and 
the British protected Karen States. The Republic will consist of 
four territorial divisions: Burma proper, of which the population 
is predominantly of Burmese race, and three “Constituent 
Units,” representing those territories now known as the Frontier 
Areas and inhabited by minority racial groups of Kachins, Shans, 
and Karens, the first two of which have little political experience. 
The Federated Shan States and the Wa States in the east will 
be amalgamated in a new Shan State; Myitkyina and Bhamo 
districts in the north will form a Kachin State; and the three 
Karenni hill States will provisionally constitute a single Karenni 
State. Provision is made, however, for future inclusion of Mong- 
pai (now one of the Shan States but Karen in population), the 
Salween District, and adjacent areas in an enlarged Karen State, 
if a plebiscite of the people of these three areas so decides. 

The three Constituent Units are accorded semi-autonomous 
status in the Union, and will be administered by a Head of State 
(who will combine the functions of Minister responsible for t! ie 
State in the Union Government) and a State Council made up of 
those Members of the Union Parliament representing the State. 

On the face of it, the rights of the racial minorities in the 
Frontier Areas appear to be adequately protected under this 
Constitution. That their adhesion to the Union has become 


possible must be credited to the political wisdom and sense of | 


moderation of the present Burmese leaders. As to other racial 
minorities, members of the Indian community will enjoy citizenship 
rights if resident for not less than eight out of the past ten years 
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within the territories of the Union. On the other hand, no seats 
have been reserved for the Indian community in either of the Houses 
of Parliament and, in view of the important economic position of the 
Indians, this might prove a source of future disaffection. 

The Constitution extends the franchise to every citizen, male or 
female, over the age of eighteen, prescribes equal pay for women 
and men in respect of similar work, and, while recognising the 
special position of Buddhism as the faith professed by the great 
majority of citizens, declares religious freedom to be a fundamental 
right. 

In moving the adoption of the Constitution in the Assembly 
Thakin Nu, the Prime Minister, drew attention to its pronounced 
trend to the left. This is indeed its most salient characteristic. 
Ultimate ownership of land is vested in the Union; large land 
holdings are prohibited, the maximum size of private holdings 
being determined by law. The Union is to assist the organisation 
of labour and to legislate for maximum working hours, annual 
holidays, and the like. Primary education is to become compulsory 
and free. Development of natural resources (hitherto controlled 
mainly by British or Indian interests) is reserved either to the 
Union or by delegation to Burmese citizens or predominantly 
Burmese companies. In addition, certain directive principles of 
State policy are propounded which, although apparently not 
intended to be embodied immediately in legislation, reflect 
Socialist ideals which have hitherto been attained only in the most 
advanced communities. 

H.M. Government have now laid before Parliament the text of an 
Independence Bill releasing Burma from the Empire on January 6, 
1948, and of the Treaty, signed on October 17, establishing a new 
relationship of “‘complete freedom, equality, and independence” 
between the United Kingdom and Burma. The gist of the Treaty 
is concerned with defence, finance, and commercial relations. A 
Defence Agreement provides for the early evacuation of British 
troops, the dispatch to Burma of a British joint services mission, 
the extension of British training facilities to the Burmese Forces, 

nd British military support for Burma in an emergency. In the 
eld of finance, the U.K. Government waives repayment of 
{15 million, or about one-third of the reconstruction funds ad- 
nced to Burma since the war, the balance becoming repayable 
thout interest in twenty annual instalments. As soon as possible 
treaty of commerce and navigation is to be concluded, and 
pending such conclusion commercial relations are to be governed 
exchange of Notes attached to the present Treaty. The 
surmese Government, for its part, agrees to take no steps adversely 
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ecting British interests in Burma during the interim period, 
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subject to the economic provisions of the new Constitution, which 
as indicated above, are based upon principles of State socialism. 

Britain and Burma are therefore to part company after an 
association of nearly a century. The British people will follow 
the progress of the new Republic with interest and warm sym- 
pathy, but some of those with most experience of the country may 
feel that, in view of the political and economic immaturity of the 
Burmese masses and their existing standard of literacy, the Con- 
stitutional sights have been set rather high. 


New Methods of Wage Payment in Germany 

The impression received from a visit to Western Germany 
today, some 9 months after the merger of the British and U.S. 
Zones, is still that of an economy running down. Owing to the 
acute shortage of raw materials, the low productivity of labour, and 
lack of skilled’ workers German factories work at an average of 
50 to 60 per cent of the capacity permitted under the terms of the 
Potsdam agreement. Their requirements in raw materials are 
being replenished only to the extent of some 50 per cent. There- 
fore, in a desperate attempt to survive, industry has adopted the 
principle of ““Kompensation”’, i.e. barter of goods and payment 
in kind for services rendered. Firms execute orders in exchange 
for raw materials, and “‘compensate” their workers, whenever 
possible, with consumer goods in addition to money wages. 

The German Economic Council, recognising the inevitability 
of this feature in the economic life of the country today, has 
some months ago — submitted “regulations” for barter on a 
limited scale to the Allied Control Commission in an attempt to 
legalise, restrict, and control this practice. The Control Com- 
mission, however, decided against this, and it is now apparently 
left to the Lander to seek official permission for a barter transaction 
as and when this is deemed absolutely essential for the carrying 
on of an enterprise. While the administrative bodies are dis- 
cussing and negotiating, German town authorities, factories, and 
private citizens try to get along as best they can in a makeshift 
way, breaking laws and circumventing regulations in sheer self- 
preservation. Here are a few examples of this in practice: 

A medium-sized town in N. Rhine-Westphalia is very anxious 
to repair the bomb-damaged roof of its only undestroyed public 
building, a school, required for meetings, entertainments, and 
theatre or concert performances. The town council has been 
unable to obtain from the Wirtschaftsamt anything but a fraction 
of the bricks needed. Knowing that the roof would not stand 
another winter uncovered, they recently arranged to obtain the 
rest of the bricks direct from the manufacturer by offering him 
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coal. In the same town a cement factory is said to run four out of 
its five kilns on ““Kompensation” fuel, the official allocation of 
coal being sufficient for one kiln only. In another case a Roman 
Catholic town in Western Germany was unable to obtain an 
allocation of clothing for some hundred odd boys and girls who 
were being confirmed. (New outfits for this occasion are required 
by tradition). Manufacturers of the town, however, responded to 
an unofficial appeal of the town authorities and provided the re- 
quired amount of clothes by means of ““Kompensation”’. 

The Maschinenfabrik Esslingen A.G., near Stuttgart, men- 
tioned an order for a small motor from a firm in the French Zone, 
and others for spare parts; these orders could only be accepted 
because the firms placing them were able to offer raw materials 
in exchange. The same firm complained of difficulties in keeping 
their skilled workers because they had nothing with which to 
compensate them. In this and similarly placed plants the workers 
tend to get over this difficulty by pilfering tools, spare parts, or 
anything that may have an exchange value. Trade Unions and 
Works Councils attempt to combat this practice, but the firms 
themselves, in most cases, seem to regard the prosecution of workers 
as a waste of time, recognising that the only real solution is the 
improvement of the food and fuel situation in general, and of 
canteen meals in particular. Some firms have discovered new ways 
of dealing with this problem. An optical firm in the U.S. Zone, 
for example, obtains from its clients, in a chain-exchange way, all 
sorts of uncontrolled goods: household articles, haberdashery, 
tationery, etc. At the end of the month the articles obtained 
are placed on show, and on pay day every worker and employee is 
entitled to buy goods to the value of a few marks. The depart- 
ments take their turn for the most valued articles. The goods 

yught are used by the workers either in their own households or 
as a means of exchange for other necessities of life obtainable 
from farmers or from barter shops, the so-called Tauschzentralen. 
(There are numerous notice boards everywhere in the towns, 
offering a shaving brush in exchange for knitting wool, a wardrobe 
for a pair of shoes, and so on.) 

This is obviously a very wasteful method both of production 
ind distribution, where few new values are created and goods and 
materials simply change their place through complicated, un- 

fheial, “‘grey market” channels. It therefore seems almost 
evitable that unless drastic measures are taken (the Germans 

mselves regard a currency reform as the first step to recovery) 
production will come to a deadlock and industry collapse, whilst 
the small man will be impoverished even beyond the present low 
level of his standard of life. 








SOME EFFECTS OF THE DOLLAR 
SHORTAGE 


HERE are some economists who would deny any validity to 
the term “dollar shortage”. Mr. Roy Harrod, for example, 
in his recent tract, Are these hardships necessary?, emphatically 
condemns it. And there is a core of truth in this view. He is 
making the point that Great Britain’s balance of payments deficit 
springs from over-expansion of her housing and constructional 
programmes. He is affirming that if the resources of men and 
materials which have been devoted to these programmes (par- 
ticularly in this current year) had been applied to the production 
of goods for export or the production of goods which we have in 
fact been importing we should not have incurred a payments 
deficit of the size which we have in fact incurred. He is arguing 
that if we curtail our national capital expenditure within 
appropriate limits we shall quickly restore our balance of payments. 
Nevertheless, his view is only one side of the truth, for it fails to 
allow for many elements in the world’s present situation other 
than a general tendency towards inflation. It takes no account of 
the fact that there is economic unbalance between the two 
Hemispheres and that even in the Western Hemisphere there is 
economic unbalance between the other leading countries (Canada 
and the A.B.C. Powers) and the United States itself. It takes no 
account of the catastrophic failure of the 1947 harvest throughout 
western Europe. 

The term “dollar shortage’’ no doubt partly expresses the fact 
that practically the whole world has been over-expanding its 
capital programmes, has been inflating in order to build houses, 
roads, bridges, factories, sink new mines, and buy new mining 
and industrial machinery, whilst at the same time seeking to 
maintain the standards of consumption to which it was accus- 
tomed. But it also expresses the fact that the U.S.A. (though it too 
has not escaped a measure of inflation, as witness its continuously 
rising price level) has been able not only to do both these things 
conduct a big capital expansion programme and maintain a high 
and even rising standard of living — but also to supply the world 
by way of gift or loan with huge amounts of foodstuffs and capital 
and consumption goods. 

How this startling contrast between the United States and 
almost every other country in the world should be explained is a 
matter on which there may be differences of opinion. Undoubtedly 
America’s wealth in raw materials, her escape from war damage, 
her freedom of international commerce, the energy and skill of 
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her population in industrial and agricultural pursuits go far 
towards supplying the explanation: but may it not also be that her 
policy of prompt abandonment of wartime regimentation and 
economic controls, which she has practised perhaps more vigor- 
ously than any other country in the world, has contributed 
appreciably to her present position of economic dominance? 

It is not within the province of this article to pursue that point 
here, but what is relevant to the argument is to point out that, 
contrary to widespread belief, the strength of the United States 
did not, before the war, preclude the remainder of the world from 
maintaining substantial equilibrium with her. Lord Keynes, in 
his last published article,! pointed out that in the seven years 
1931-37 the American balance of trade broke about even. In 1938, 
thanks to war preparations in Europe and a sharp curtailment of 
United States’ imports, there was a substantial credit balance, 
but over the period of the ’thirties up to the outbreak of war the 
big inflow of gold into the United States was caused, not by any 
shortage of dollars due to current trade transactions, but by the 
feverish migration of capital from Europe motivated by the 
political forces which finally culminated in war. Lord Keynes 

further remarks that apart from her gold holdings (which do not 
represent any undischarged claim on the rest of the world) the 
United States was at the end of 1945 actually a debtor country on 
balance — though that of course has since ceased to be the case. 

[t is well to recall these facts if only to dispose of the suggestion 
that there are permanent reasons, inherent in natural or political 

ditions, why the world must always suffer from dollar shortage. 
(here is no warrant for any such idea. The present situation is 
due to simple and non-permanent causes. Of these the devastation 
and exhaustion of Europe by the war is, of course, the basic one, 
though it has undoubtedly been accentuated by ill-advised efforts, 
in Great Britain and elsewhere, to take short cuts to recovery by 
lertaking more projects of reconstruction and industrial 
elopment than the available resources and the willingness of 

the people to submit to privations would allow. An important 
ibsidiary cause was the war damage and the political dislocation 
which followed the war in the colonial territories of south-east 
\sia. ‘The United States was formerly a large importer of the 
and rubber and tropical products of this group of countries, 
ind these imports formed a vital link in the balancing of accounts 
between Britain and Europe generally on the one hand and the 
United States on the other. Unless and until the exporting power 
these territories and with it the demand of the United States 

r their exports revive, it is going to be extremely difficult for 


1 In the Economic Journal, June, 1946. 
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Europe to resume trading relations on any basis which could be 
called normal with the United States and, indeed, with Canada also, 

So much for the nature and origin of the dollar “crisis’’, 
Something must now be said —if only because a great deal is 
being said in many different quarters — of the recent development 
of the crisis, culminating in the British Government’s announce- 
ment on August 20 that it would be necessary to suspend, as from 
the following day, the right of convertibility of sterling into 
dollars which had been conferred on various countries by the 
payments agreements made with them, and on all other countries 
(so far as conversions for current transactions were concerned) 
as from July 15, 1947 under the terms of the Anglo-American 
Loan Agreement of 1946. 

The object of that loan, in the minds of its negotiators in the 
autumn of 1945, was to enable Britain to cover her adverse balance 
of payments in the years 1946, 1947, and 1948. It was contem- 
plated that in the two following years, 1949 and 1950, equilibrium 
would have been reached and that interest payments and capital 
repayments would begin in 1951. Britain was singled out for 
this special measure of assistance because, apparently, it was 
supposed that the reconversion requirements of the other Euro- 
pean belligerent countries would be sufficiently taken care of by 
U.N.R.R.A. supplies and by credits extended by one or other of 
the special institutions empowered to give such assistance. But 
it was provided under the Loan Agreement that after July 15, 
1947 Britain should undertake to convert into dollars all sterling 
accruing to foreign countries as the result of current transactions. 
The idea behind that provision, in American minds, was not so 
much that Britain should share the loan dollars with other war- 
stricken countries as that American export interests should not be 
prejudiced by lack of dollars resulting from the inconvertibility 
of sterling. The provision was designed as a short cut back to 
freedom of exchange and multilateral world trading. As things 
turned out it was a premature step. And as things turned out 
Britain did, in quite unexpected measure, share with the rest of 
the world the dollars which were intended for her sole — or main 
— benefit. 

That conclusion is inescapable if we consider the drafts upon 
the loan account in relation to Britain’s overseas trade account. 
The loan was for $3,750 million. By December 31, 1946 only 
$600 million had been drawn. In the first quarter of this year 
we drew $500 million: in the second quarter $950 million. In 
July we drew $700 million and in the first nineteen days of August 
$600 million — leaving $400 million, ‘‘frozen’’ by agreement, still 
in the loan account. 
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Compare these drawings with our actual net expenditure in the 
United States and in other countries of the Western Hemisphere 


as given by Mr. Dalton in the House of Commons on August 7. 


In the twelve months to June 30, 1947 we spent $1,200 million 
net in the United States and $615 million (U.S. dollars) in Canada, 
Argentina, and other Western Hemisphere countries. ‘That makes 
$1,815 million spent as against $2,050 million drawn between July 
15, 1946 and June 30, 1947. Part of the difference will represent 
sterling area requirements to cover net imports from the Western 
Hemisphere. Anything like complete accordance between draw- 
ings and “‘purchases’’ over any given period could not, for many 
reasons, be expected. But allowing for, say, $150 million of 
ate rling area dollar requirements over the period, we get a reason- 

sly close reconciliation of drawings and the net dollar require- 
ments of Britain and the sterling area. 

But now consider the period from July 1, 1947 to August 20 — 
the final seven weeks covering the crucial ‘“‘convertibility”’ date of 
July 15. In this period $1,100 million were drawn. The corre- 
sponding figure of net requirements or “‘purchases’’ was not given 
by Mr. Dalton. On a pro rata basis it would amount to some 
$300 million, but in view of special factors it may reasonably be 
put at between $400 and $500 million. So we have this result, 
that in the final seven weeks of the loan period there is a discrep- 
ancy, unaccounted for, of the order of $600-700 million. Evidently 
this, or a great part of it, represents conversion of sterling into 
dollars, possibly complying with the definition of ‘“‘current 
transactions” under the Loan Agreement, but at any rate repre- 
enting a conversion of old sterling balances — a drawing down of 
the total of sterling balances existing at the beginning of the loan 
period. 

This does not mean that the whole of this conversion of old 
balances represents the exercise of convertibility rights which 

into force on July 15. The probability is that only a minor 
yortion of the conversions were of that nature, for we had anti- 
pate d the obligation of the Loan Agreement by granting con- 
sility to a number of countries months before that date under 
payments agreements entered into with them. The countries 
nclude Argentina, Belgium, Brazil, Canada, Italy, and Portugal, 
ind the procedure was that for each of them the Bank of England 
ypened a “‘transferable account’’ which the country in question 
indertook to operate within the terms of the Loan Agreement, i.e., 
to transfer to other “transferable accounts’’ or to tender for 


} 


om figures given by Mr. Dalton in Parliament on October 24 it would 
that the total “leakage” of loan dollars, i.e. conversion of old sterling 
was in the neighbourhood of £100 million. 
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conversion into dollars amounts representing current, as distinct 
from capital, transactions. ‘These arrangements were made as a 
strict matter of business. The countries with which they were 
made supplied us with essential goods and had favourable trade 
balances with us. They would not have been willing to go on 
supplying us had we not agreed that sterling accruing to them 
from their transactions with us should be convertible on request 
into dollars. All that the much-advertised date, July 15, really had 
to do with the final convertibility crisis was that it constituted an 
additional “‘bear point’’ for sterling in the eyes of the world, which 
had already become increasingly distrustful of sterling as the loan 
dollars seemed to be running out without any effective effort on 
the part of the British Government to stem the tide by cutting 
down imports. 

Critics have contended that a part of the loan has been dissipated 
in drawing on old sterling balances and converting them into 
dollars. It is not intended in this article to enter deeply into con- 
troversy on this aspect of the question. Whatever may be thought 
or said about the sterling convertibility trouble of July and 
August, 1947 it cannot be denied that it is only a minor element in 
the world dollar famine. A certain number of the loan dollars 
enured to the benefit not of Britain, to whom the loan was made. 
but to that of certain other countries, all of them desperately short 
of dollars and some of them perhaps, though not all, even more 
deserving of assistance than we ourselves. If any preventible 
“‘leakage’’ in the outflow of the loan dollars had been prevented 
the loan would nevertheless have been exhausted in a few weeks 
or months time. It would have been exhausted because, as 
matters turned out, by reason of the great rise in the American 
price level from July, 1946 onwards, and of the British fuel break- 
down in February, 1947, the amount of the loan (which Lord 
Keynes feared from the outset had been cut too fine) was not 
large enough to achieve its purpose. 

Nevertheless, the matter is not without its importance. If the 
technicians who drafted the regulations governing the ‘“‘transfer- 
able accounts’’ were at fault; if the countries operating “‘transfer- 
able accounts’”’ were able to convert the gross sums accruing from 
exports to the sterling area instead of only the net amounts repre- 
senting excess of exports over imports, then it is clear that the 
technique of exchange control and the operation of “transferable 
accounts’? must be developed and improved so that when con- 
vertibility comes to be restored, as it must be if the world is ever to 
recover, the same sort of trouble may not recur. 

The tragedy of the present dollar crisis is twofold. In the first 
place it premises a situation in which unless help is forthcoming 
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quickly a large part of Europe will come near to starvation before 


next harvest, and may come near, also, to political breakdown and 
chaos. In that aspect the dollar crisis is, in large measure, a 
reflection of the European crop failure which has increased the 
import requirements of grains of the sixteen countries participating 
in the Committee on European Economic Co-operation by some 
12 million tons in 1947-48 as against 1946-47. 

But secondly, the crisis, thanks to the mode of its development, 
threatens a severe contraction of inter-European trade just at the 
time when the European countries ought to be rendering each 
other the maximum possible assistance. The breakdown of 
sterling convertibility, coupled with the exhaustion of Europe’s 
dollar reserves, means that there is no longer an international 

urrency acceptable to all countries in which international trading 
transactions can be settled. No country is now willing to hold 
sterling (or any other external currency except dollars, which are 
not available) except in strictly limited amounts. The consequence 
is that the world is being driven back to a bilateral type of trade, 
in which every country seeks to balance its accounts with every 
country with which its trade is “‘unfavourable” by curtailing its 
imports. Already numerous instances have been reported of 
countries deciding to restrict imports of goods not falling into the 
class of essentials. The world is thus in grave danger of becoming 
involved in a vicious circle of contracting trade for sheer lack of 
any currency which it can trust. 

[he Committee on European Economic Co-operation is, of 
course, fully aware of this peril. Its financial experts, in their 
separate report,* insist first on the need for suppressing inflation 
and establishing equilibrium in each of the signatory countries, 
and secondly on the establishment of a system of transferability 
of European currencies between each other. Such a system, they 
affirm, ‘‘is an essential step towards establishing a more liberal 

mmercial policy within Europe”. It would, in the conception 

f the financial experts, be in the nature of a superstructure built 
ipon the various bilateral payments agreements between the differ- 
ent countries. Under those agreements each pair of countries 
rrees that the creditor country of the pair will hold currency of 
e debtor country up to a prescribed amount. What is necessary 
ver and above that is that the creditor country y should be able to 
transfer any excess of the debtor country’s currency which 
iccrues to it into some other currency which it needs for its trade. 


1 


Such transferability, say the financial experts, requires the con- 


tably Sweden, Argentina, and other South American States. 
[he Committee on European Economic Co-operation; General Report, 
Vol. 1, Appendix E (London, H.M.S.O., 1947). 


w 











476 SOME EFFECTS OF THE DOLLAR SHORTAGE 


sent of the country which accepts the currency and also of the 
country whose currency is transferred. It must also rest ultimately 
on the principle that transferable currencies should be convertible 
into gold or U.S. dollars, but should be so designed as to reduce to 
the utmost extent possible the need for using gold or dollars. 

The financial committee recommended the holding of a con- 
ference of technical experts to work out the details of such a 
scheme. The conference was in fact held but, though no official 
statement on its results has been issued, it does not appear to have 
achieved anything decisive. That is not surprising. To devise a 
new system of transferability or convertibility for Europe seems to 
premise the existence of two things, namely (1) some new authority 
—let us call it the European Clearing House — which will take 
charge of transferability and decide what transactions or what 
amounts of what currencies are to qualify for transfer, and (2) a 
United States guarantee to provide and hand over dollars in ex- 
change for any residuary amounts of currency which the European 
participants in the Clearing House are unwilling to take up them- 
selves. 

Fulfilment of the second condition must obviously await the 
development of American policy. The Paris financial experts 
suggest that a part of such fresh aid as the United States may be 
willing to furnish should take this form. It is indeed possible 
to argue that if the European countries resolutely carry out the 
injunction to stop inflation and restore equilibrium in their 
domestic finances any external monetary support (as distinguished 
from help in kind) becomes unnecessary. In the last resort that 
is true; but confidence is a shy plant which takes time to grow 
even in favourable climatic conditions, and if its growth can be 
fostered by the judicious use of a little artificial stimulant there is 
much to be said for administering such a stimulant. The central 
authority, in a sense duplicating or, rather, anticipating the 
International Monetary Fund, is needed, since otherwise any 
clearing scheme would be liable to break down for much the same 
reason as “‘sterling convertibility’’ under the loan agreement has 
broken down. Such an authority would need leadership, and it 
would be natural to suppose that Britain, in view of her unrivalled 
experience and reputation in the financing of international trade, 
should play the principal part in it, and that sterling, condition- 
ally convertible into dollars or gold, should be the medium of 
account and exchange employed by the new Clearing House. 

At the moment the British financial authorities seem reluctant 
to assume any such responsibility, and in view of all the circum- 
stances it may be premature to ask them to do so. But it is to be 
hoped that if an honest and workable plan can be worked out 
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Britain will not hold aloof — especially as for this country, if for 
any country in the world, a free and active international trade is a 
conditional of national existence. 


O. R. H. 


DENMARK TODAY: POLITICAL AND 
ECONOMIC PROBLEMS 


T was not until the last year of the war that the Danes asa 

nation fully identified themselves with the rest of Germany’s 
enemies by actively resisting the Nazi occupation. Until then only 
a small group of Danish citizens, forming the Danish Resistance 
Movement, had fought the enemy within the country, and it was 
rightly said to the writer by a conservative Dane that “‘as a nation 
we did little; Churchill’s words in August, 1940 also applied to us: 
we had to thank a very few for a very great deal”. ‘The reason for 
this merely passive resistance on the part of the Danish nation 
was, however, not lack of courage or goodwill; it was lack of the 
means of resistance. In 1939 the Danish frontier towards the 
south was wide open, the Danish forces had no chance of success- 
fully resisting Germany’s overpowering might, and thus it was that 
the valiant attempt of a handful of Danish soldiers at the southern 
frontier to stem the Nazi tide was immediately called off by King 
Christian, who was opposed to the useless shedding of Danish 
blood. Less than a dozen young Danes died for their land on that 
ninth day of April, 1940, but their fame will live in the hearts of 
their countrymen and in the annals of their country’s history, 
because they represented that Danish spirit which at last in 
\ugust, 1944 broke free and led to a determined resistance to Nazi 
oppression all over the country. 


THE POLITICAL SITUATION 

(he fact that for most of the war Denmark was Germany’s 
Model Protectorate” made the task facing those responsible for 
e conduct of the country’s affairs after its liberation easier than 
which most Governments of liberated European countries 
had to tackle. There was little wholesale destruction of the 
productive machinery, no serious loss of life or deterioration in 
neral health owing to privations or hardships of war; nor was 
here the same need for elaborate planning for the re-absorption 
f large numbers of ex-servicemen into civil life. Apart from the 
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problem of having to take care of some 200,000 German refugees 
sent into Denmark by the Germans shortly before the close of the 
war, it was by and large mainly a question of renovating and speed- 
ing up the industrial machinery and securing supplies of raw 
materials from abroad, of reorientating the country and its people 
in world affairs, and of contributing towards the reconstruction 
of war-devastated Europe. 

The first post-war Government was a coalition, the result of 
long and patient underground negotiations prior to the liberation. 
It was truly representative of both the old political parties and the 
Resistance Movement, consisting of nine members of each. Among 
the old politicians were tried men like the Socialist Prime Minister, 
M. Buhl, the Conservative M. Ole Bjorn Kraft, now leader of his 
party, and the Liberal M. Knud Kristensen, the present Premier 
of Denmark. The Resistance Movement’s representatives in- 
cluded as Foreign Minister M. Christmas Moeller, who was 
well known in this country as Chairman of the Danish Council 
during the war, and M. Kauffmann, Denmark’s Minister to the 
United States during the war, as well as M. Aksel Larsen, the 
Communist leader. While more orthodox views were represented 
by the old political parties, the Resistance Movement provided a 
distinctly left-wing flavour, since it included not only two members 
of the official Communist Party, but also Professor Mogens Fog, 
who has since joined the Communists. During its short period of 
office this coalition, despite internal differences, presented a 
united front to the country, but it had been agreed from the outset 
that it should merely be an interim administration and that a 
General Election should be held as soon as was practicable. The 
coalition Government was, therefore, hardly able to leave a lasting 
impression behind. 

The elections took place in the autumn of 1945, and — perhaps 
because the country had hardly had time to make up its mind 
what kind of government it needed or desired —the results 
indicated that at that time at least the political life of Denmark 
had changed less than, for instance, that of Norway. Of the 148 
Members of the Rigsdag only 57 had not been in the outgoing 
one, and the electorate had apparently voted less on the war record 
of the individual candidates than on party lines. The Resistance 
Movement unfortunately did not go to the polls as a political 
party, so that any of its members who wished to stand had to join 
one of the recognised old parties; thus M. Christmas Moeller, for 
instance, rejoined the Conservatives, while Professor Mogens Fog 
was received into the Communist fold. A comparative table of the 
composition of the Rigsdag during the last year of the occupation 
and that elected in 1945 shows the following picture: 
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Occupation Rigsdag 
Rigsdag elected 


in 1945 
Conservatives 31 26 
Liberal Venstre' (right-wing Liberals) 28 38 
Radical Liberals 13 II 
Social Democrats 66 48 
Communists (suppressed during occupation) 18 
Justice Union (Retspartiet) 2 3 
Dansk § Samling (Danish Unionists) 3 4 


Farmers’ Party 
DNSAP (Nazis) 


‘he most striking differences noticeable were the severe drop in 
he Socialist representation and the nearly equally great rise in 
that of the Liberal Venstre. Communist endeavours to come to an 
arrangement for collaboration with the Social Democrats during 
the elections had been turned down by the latter, and the roughly 
200,000 votes which that party lost appear partly to have gone to 
Communists, who polled more than 255,000 votes. Despite this 
fact renewed Communist efforts to bring about collaboration have 
proved unsuccessful, although there is an opposition group within 
the Social Democratic Party which is in favour of it. M. Frode 
Jakobsen, who was a member of the coalition Government and an 
utstanding figure in the Resistance Movement, belongs to this 
group. ‘The gains of the Venstre Party were said to be partly 
obtained from adherents of extreme right-wing groups who had 
no candidates to vote for. 
The Social Democrats were discouraged by their losses and in 
msequence did not feel inclined to form a Government alone, or 
even in conjunction with any other party. Thus the task fell to 
he second strongest party, the Liberal Venstre, and after some 
ibortive attempts at a coalition they formed a minority Govern- 
ment in November, 1945 which held office until this autumn, 
heneade' its speedy dissolution was forecast when it came into 
power. ‘lhe main reasons why the party remained in office so long 
were (@) that no other party was prepared to take over the respon- 
lity of forming a Government and that in consequence the 
cial Democrats had promised not to obstruct the Venstre, while 
oth Conservatives and Radicals were supporting them against 
tempts to unseat them; (d) that they showed themselves 
ly skilful in the handling of affairs; (¢) that they had the 
iole-hearted support of the farmers; and (d) that at the beginning 


lhe Danish word ‘‘venstre’’ actually means “‘left”’, but the party nowadays 
a distinctly right-wing party. 
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they received a good deal of credit for the success of measures 
inaugurated by their predecessors. 

The Communists were, of course, never strong enough to 
attempt to form a government on their own and preferred to 
remain in opposition. Compared with the Swedish attitude 
towards Communism, there appears to be less fear of this move- 
ment in Denmark, largely probably because the Danish Com- 
munists had shown a rather more rugged independence of Moscow 
at that time, and also because their wholehearted participation in 
the Resistance Movement was not yet forgotten and there was a 
tendency to overlook their anti-Allied conduct before Russia 
entered the war on the Allied side. The fact that this party, like 
its counterpart in Iceland, counts among its members such 
brilliant men as Professor Mogens Fog and Aksel Larsen is 
naturally another factor which probably contributed to its success. 
However, since the elections of 1945 the Communists have had 
some setbacks, which were reflected in the results of the municipal 
elections of 1946, and they are not likely to make as good a showing 
at the next elections as they did in 1945. One of the reasons for 
this setback was the fact that they were at the bottom of an 
unsuccessful strike of the Slaughterhouse Workers’ and Labourers’ 
Union which had a consolidating effect on the Trade Union 
Movement. 

After nearly two years of more or less successful manceuvring 
the Liberal Venstre Government received its congé in the first 
days of October, 1947 largely as a result of the discontent which 
the attitude of its Prime Minister, M. Knud Kristensen, on the 
South Schlesvig question had aroused all over the country, but 
also because of the growing difficulties of the economic situation. 
General elections are to be held on October 28. A Radical motion of 
non-confidence was passed on October 4 by 80 votes to 66, Social 
Democrats, Communists, Radicals, Justice Union, and M. 
Christmas Moeller supporting it, while the Conservatives and the 
Danish Union voted with the Government. That M. Christmas 
Moeller, who until recently was the leader of the Conservative 
party, should have voted against that party on this occasion is not 
surprising, because he has always been vigorously opposed to M. 
Kristensen’s South Schlesvig policy. As a direct consequence of 
his action he has since intimated that he no longer regards himself 
as a member of the Conservative party. A brief explanation of the 
vexed question of South Schlesvig must be given here. 

After the world war of 1914-18 the Danish Government pro- 
posed that a plebiscite should be taken in North Schlesvig in order 
to ascertain whether the population wished to remain under 
Germany or preferred to come under Danish rule. For this 
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purpose it was proposed to divide the disputed territory into two 
zones. Allied statesmen at that time found it difficult to believe 
that Denmark really intended to revise her frontier solely on 
national and not on historical lines, but she had no desire to 
incorporate a large number of German-speaking people within 
her borders The plebiscite was therefore held, in accordance with 
Danish wishes, early in 1920. It resulted in a conclusive victory 
for Denmark in zone 1, which is the present South Jutland, and in 
equally overwhelming success for Germany in zone 2, the 
German South Schlesvig now under dispute. After the end of the 
war of 1939-45 the question of a revision of the Danish-German 
frontier was again discussed in Denmark, and the official Danish 
attitude was very similar to that after the last war. There was, 
however, far more agitation, and public demand for greater 
consideration for the Danish minority in South Schlesvig was 
more widespread. Also after Germany’s resounding defeat there 
were far more people on the German side of the border who were, 
at least temporarily, anxious to exchange their German nationality 
for that of a country where living conditions were easier, and 
among the Danes there were more people who thought it safe to 
risk German displeasure and accede to these wishes. Moreover, 
the settlement by the British of a large number of non- 
Schlesvig German refugees, outnumbering the original Schles- 
vigers, in this fertile province which had suffered less than the rest 
of Germany from devastation, caused serious concern in Denmark, 
as it was feared that this might change the character of the province 
to the detriment of Danish-German relations and Danish security. 
While the coalition Government during its short period of 
‘fice had declared that the southern frontier ‘‘stood firm’’, the 
Liberal Venstre Cabinet which followed made two definite requests 
early in the summer of 1946, viz. (a) that the South Schlesvig 
population be guaranteed special administrative and political treat- 
ment until a decision about the future status of the territory was 
reached, and (6) that during that period South Schlesvig be 
idministratively separated from the remainder of the British 
zone of Germany and treated as a special area in regard to refugees. 
The British Government refused both these requests, but conceded 
that all recognised ‘‘Danish-minded”’ citizens in South Schlesvig 
should be permitted to belong to a “‘South Schlesvig Association’, 
in organisation which was recognised as a non-political cultural 
ody. A persistent demand that this Association be accorded 
litical rights continued, however, but when faced with an 
‘either/or’ proposal by the British, which might have forced them 
to incorporate part of South Schlesvig within the Danish realm and 
hus absorb an enormous number of German citizens of doubtful 
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allegiance, the Government declined to adopt either course and 
resigned itself to playing the part of critical onlooker.' M. Kristen- 
sen, however, though as Prime Minister he supported the 
“October Note”, claimed the right as a private citizen to 
oppose his Government’s policy and continued to clamour 
for a plebiscite to settle the question of South Schlesvig’s 


future political status. There can be no doubt whatever that M. | 


Knud Kristensen’s intransigent attitude on this question was 
largely responsible for his Government’s present defeat, and that 
the attitude to it will form one of the main platforms in the forth- 
coming election. Of particular interest in this respect will be the 
programme of the Conservative Party, which attributed its losses 
in the previous elections to the anti-South Schlesvig line adopted 
by M. Christmas Moeller. Their new leader, M. Ole Bjorn Kraft, 
is an ardent supporter of the pro-South Schlesvig policy. Another 
question which arises is whether M. Christmas Moeller, who has 
really staked the whole of his political career on this question, will 
be able to make a come-back. He is an individualist, and obstinate 
to a fault, but he is a man of wide political experience in foreign 
affairs and of great personal charm, courage, and honesty, and 
Danish politics can ill afford to lose his services. 

The Social Democrats, who with 48 out of 151 seats are the 
largest single party in the House but lack an absolute majority, are 
almost certain to return to power, although it seems doubtful that 
they will gain many seats despite a certain amount of success in 
the municipal elections. Elections for the Upper House, for 
instance, which took place in April of this year, resulted in a loss 
of one seat for the party, while the Liberal Venstre gained two. 
It will thus be seen that while the latter party met with some 
opposition on the South Schlesvig question which led to their 
resignation, they also gained some support on other issues, and 
are likely to remain the second strongest party in the Rigsdag. 
There are some indications that they may consider resuming office 
if the election results encourage them to do so. But it seems 
more likely that, provided the main parties come to an 
understanding, M. Hedtoft, the Socialist leader, will as Prime 
Minister form a coalition Government, though it might be a 
mistake to assume that this would be certain to include both 
Venstre and Conservatives, as the former in particular are likely 
to prove obstinate on the South Schlesvig question. 

The popularity of the Royal Family remained unchanged 
through the vicissitudes of the war. On April 20, 1947 Denmark 
was plunged into mourning by the death of King Christian X, 
who had all through his reign enjoyed the fervent love of his people, 


* This Danish reply is known as the ‘October Note’, 
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to whom he became the rallying point for their patriotism and 
devotion all through the trying years of the German occupation. 
The new King, Frederick IX, is married to Ingrid, the only 
daughter of the Swedish Crown Prince, by whom he has three 
daughters. Should he die without male issue the succession would 
pass to his brother, Prince Knud, who has two sons. 


THE ECONOMIC SITUATION 

Denmark, though very advantageously placed for agriculture, 
forestry, and fishing, is short of raw materials. She has no coal, 
iron, or other metals, and only very few minerals for industrial 
purposes with the exception of lime, clay, and stone. Thus 
Denmark is more dependent than most countries on accumulating 
foreign exchange by her exports to pay for her vitally necessary 
imports. The economic losses incurred during the occupation 
affected her foreign currency position in the post-liberation period. 
This did not become a really serious issue until 1946, because 
until then other countries were in any case unable to supply large 
quantities of the goods Denmark needed, while Danish exports, 
on the other hand, were resumed immediately, if only to a limited 
extent. Since 1946, however, the country’s exports have not kept 
pace with its imports, and according to Danish official statistics 
for 1947 imports exceeded exports during the second half of 1946 
by no less than 801 million kroner. At first certain small credits 
accumulated during the war by the Danish merchant fleet, and 
also British and Swedish credits, as well as a $20 million loan from 
the Import-Export Bank, could be used, and more recently a loan 
of $40 million was granted by the International Bank. Further- 
more, import regulations were tightened up and licences issued 
mainly for essential goods such as feeding stuffs, fuel, iron, timber, 
machinery, and chemicals, etc., and only to a lesser degree for 
onsumer goods. The payment position was further eased by an 
igreement with Great Britain, under which both countries could 
iraw on each other’s national Bank to an unlimited extent for 
current payments in their respective areas, and which provided 
Denmark to some extent with badly needed dollars and other hard 
urrencies. This was of special importance as Denmark had not 
een able to develop extensive exports to the United States, partly 

ving to the restrictive American import policy and partly because 
f the international allocation system which forced her to direct 
er exports of food to European countries in need rather than to 
he U.S.A., which would have paid in hard cash. 

However, although Denmark escaped lightly from the world 
lisaster, yet many years of inadequate supplies of feeding stuffs 
and fertilisers had resulted in a substantial decline of her pig and 
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poultry population, and the volume of milk produced had also 
dropped heavily owing to the shortage of protein feeding stuffs, 
although the cattle livestock was fairly maintained. It is, therefore, 
perhaps not quite so surprising as the average observer thinks that 
the Danes, when negotiating trade agreements with this country, 
should be trying to drive a hard bargain from the British point 
of view. The fact that the outgoing Danish Government was a 
farmers’ Government had, however, undoubtedly a good deal to 
do with their rather uncompromising attitude of late, and it can 
only be hoped that under the next Government a settlement which 
is considered fair by both sides will be reached. The Danes them- 
selves admit that trade agreements with Great Britain are of special 
importance to their national economy, but they complain that 
while they must obtain prices which will enable their farmers to 
maintain profitable production, ‘Britain insists that Denmark 
should adapt herself to prices quoted by the Dominions, who have 
made big sacrifices during the war to keep prices down. The first 
Anglo-Danish agreement, therefore, provided for a gradual 
scaling down of prices on the assumption that those paid by 
Denmark for her imports would likewise improve. A price supple- 
ment for the higher quality of Danish goods was nevertheless 
granted. Unfortunately the upward trend for goods which 
Denmark had to import persisted, and consequently in the summer 
of 1946 Denmark managed to secure higher prices for her exports 
to Great Britain and in return made certain concessions to us, 
such as a substantial share of her export surplus of butter, eggs, 
and bacon. Nevertheless he Danish farmers still claimed that the 
prices paid to them were anremunerative, and the Danish Govern- 
ment had to subsidise the exports to Great Britain. According to 
the Danish Foreign Office Journal, Denmark has at present a 
substantial adverse trade balance with this country, because the 
British export capacity was greater than had been anticipated by 
the Danes, who under this assumption had freed imports from 
sterling areas from control. This is another reason for the 
stubbornness of Danish negotiators in insisting on price demands 
which, from the British angle, appear excessive. Russian readiness 
to buy the agricultural goods which Britain may be unable or 
unwilling to purchase on the terms stipulated by the Danes must 
of course also help to stiffen the Danish attitude. 

The internal financial and economic position of Denmark is 
undoubtedly steadily improving. There is very little unemploy- 
ment, and earnings in 1945 and 1946 were higher than in any 
previous year; as a result current expenditure of the Government 
and of local administrations was also higher, although some of it 


was non-productive expenditure such as the maintenance of 
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German refugees, which is claimed to have cost Denmark nearly 
200 million kroner per annum. This sum will now be greatly 
reduced, as most of the refugees have left or are on the point of 
being repatriated. While the net increase in Government expen- 
diture was more than 700 million kroner for the year 1945-46, 
producing a serious Budget deficit, social expenditure, owing to 
full employment, has been substantially reduced, and with a 
considerable rise in revenue, largely due to increased taxation to 
reduce purchasing power, the current year’s Budget roughly 
balances. 


A. H. H. 


FOOD PRODUCTION IN IRAQ 
AND PERSIA 
PLANS TO MODERNISE AGRICULTURE 


HE British Foreign Secretary, Mr. Ernest Bevin, speaking to 
the Labour Party Conference at Margate on May 29, drew 
attention to plans for post-war agricultural development in 
Middle Eastern countries. ‘“‘Our policy’, he said, ‘‘is not to limit 
ur interests to oil in the Middle East, but to encourage other 
great social experiments and industrial developments so that the 
wealth which is taken out of these countries goes back in raising 
the standard of life of the people as a whole. There are great 
ssibilities. I am not in a position this afternoon to tell of them, 
t later on you will discover that there are great schemes of 
igation and other things on the way’’. 
\ report on The Agricultural Development of the Middle East; 
hich was the result of a preliminary survey of Middle East 
riculture carried out in 1943-45 by Dr. B. A. Keen, the 


\ssistant Director of Rothamstead Agricultural Experimental 
station, a member of the Scientific Advisory Mission to the 
Vliddle East Supply Centre, provides the essential background to 


subject. The Centre, on its dissolution in 1946, was not 
eplaced by any similar co-ordinating agency in the economic field. 
ch work as has been possible since then has been done by 
lividual Governments, some of which have had recourse to the 
ritish Middle East Office, which maintains an agricultural 
ser, Sir Herbert Stewart, formerly Agricultural Adviser for 
india, and a full staff of experts whose services are at the 


‘ 


al of any Government requiring them. 


* London, H.M. Stationery Office, 1946. 
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Of all Middle East countries, Iraq is that which provides the 
most extensive facilities for agricultural development. Some 
particulars of projects in that country and in Persia can now 
be given. 

IRAQ 

Unlike many other territories, Iraq is well provided with large 
rivers which can be used for irrigation. The chief of these are, of 
course, the ‘l'igris and the Euphrates, in a country of some 112 
million acres — though this figure cannot be regarded as reliable. 
Middle Eastern methods of producing statistics are sometimes 
intriguing but unscientific. ‘Thus, in order to determine the area 
of its cereal crops, one country takes an assumed figure of popula- 
tion and multiplies it by another assumed figure representing the 
amount of food consumed by one person per day; the result is 
again multiplied by the number of days in the year, and to this 
figure is added the amount of grain exports. Thus the total 
production is calculated. It is then assumed that an acre produces 
a certain annual yield of barley or wheat, and a division of 
this figure into the total estimated production is supposed to 
give the number of acres of cereals under cultivation. 

One of the directions in which the British Middle East Office is 
endeavouring to assist Iraq lies in putting the collection and 
presentation of its statistics of all sorts on a sound and reliable 
basis. The Office’s Statistical Adviser has spent some months in 
Baghdad recently, and has been able to work out a proper system 
of collection. The services of this expert are now much in demand 
all over the Middle East, and he spent August in the Lebanon 
before going on to Persia to undertake a similar job. 

Only 30 million acres of Iraq are regarded as cultivable, and 
out of this total only 5? million acres are now under crops — 4} 
million of which are irrigated: this leaves a possible 25 million 
acres for future development. Very inefficient use is being made 
at present of Iraq’s existing irrigation water. In the Punjab, where 
16 million acres of land are irrigated, the farmers pay for water as 
for gold. A certain acreage rate is laid down for each crop; for 
wheat the charge is gs. per acre, and for sugar-cane it is 16s. per 
acre. In Iraq the water is practically a free gift to the cultivator, 
who can use all he wants, and pays nothing for it unless he sells 
his produce in a recognised market, when he is charged a 12 per 


cent tax on his goods: this tax, however, covers many other | 


facilities, and only 2 per cent is supposed to be an irrigation 
charge — moreover, whatever produce the farmer eats at home, 
or sells outside a market to his neighbours, escapes the tax al- 
together. In this way the State contributes to his carelessness in 


using the precious water, and at the same time loses a very sub- 





EY 











ste 
ot! 


alt 
ac 
crt 
on 


FOOD PRODUCTION IN IRAQ AND PERSIA 487 


stantial revenue. Despite the fact that the Iraqi Government has 
other sources of revenue, such as royalties on oil, it may be doubted 
whether it can afford this generosity indefinitely; from the crops 
already under cultivation, 4 million acres of barley, 24 million 
acres of wheat, 4 million acres of rice, some millet, and other 
crops, considerable sums could be raised by means of a small levy 
on irrigated water supplies. 

Development projects in Iraq are of two kinds: the first con- 
cerns protection of the country from its rivers by flood control, 
and the second the utilisation of the excess water for the extension 
of irrigation farming. There is a great problem of soil salinity in 
[rag also to be considered; in some countries the particular salts 
present in the soil, and harmful to cultivation, are difficult to get 
rid of: in Lraq, however, most of the soil affected in this way is 
impregnated with sodium chloride (common salt), which is very 
soluble, and the soil is in consequence not so difficult to reclaim. 
An experiment made last year has shown that if such land can be 
drained, it can be reclaimed within twelve months at a cost of £5 
per acre; the method used was to flood the land with sweet water 
and keep it flooded continuously for two to three months. The 
water soaked down into drains already prepared and carried the 
dissolved salt away with it. 

As regards the development of irrigation, two big schemes are 
being examined at present — one for the ‘Tigris and one for the 
Euphrates. Both these rivers bring about periodic flood disasters. 
B: om id was threatened with destruction in 1946 when the Tigris 

flowed its banks, a repetition of the floods of 1940. Water 

od over the surrounding country to a depth of several feet for 
me weeks. As a result of this danger the Iraqi Government is 
thinking of flood control first, and irrigation proper second. ‘They 
‘ropose to build barrages at certain points on the rivers and to 
vert excess flood water through canals into big lakes or natural 
epressions. On the Euphrates the Habbaniya lake is to be used 
r this purpose. Outlet channels are to be constructed, re- 
ntering the river lower down, so that the stored flood water can be 
ed to supplement the normal flow of water in the river at times 
low seasonal supply. Work has already started on the inlet and 


] 
+ 


let channels. 

Che first stage of this scheme is expected to provide additional 
tion water for 800,000 new acres of land in 1950-51: in the 

nd stage land now growing rice will be made fit for the full 

I range of crops, and some 1,800,000 acres of land now 
swamp will be brought under ordinary cultivation. In 

cheme will permit the development of 24 million acres of 

cording to present estimates. 
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A second big scheme, on the Tigris, is not so far advanced. 
Similar dams are proposed, with the intention of diverting flood 
water into the Wadi Tharthar depression which lies below sea 
level. ‘The water already in the depression is excessively salt, 
owing to a high rate of evaporation and the fact that there are no 
outlets to the depression. ‘The proposers of this scheme contem- 
plate running fresh flood water into the depression for two years, 
and thereby suitably reducing the salt content of the water lying 
in it at present. They hope that the original salt water will be 
sufficiently sweetened by the flood water, so as not to be harmful 
to the crops when it is spilled into the Tigris further down prior 
to utilisation for agricultural purposes. A preliminary estimation 
of new land to be gained by this scheme is 2.1 million acres. 

The cost of the Euphrates scheme is estimated tentatively at 
£3 million, and that of the Tigris at £8 million. A great deal of 
requisite information is lacking, and much research has still to be 
undertaken. The volume of irrigation water likely to result from 
both schemes has been calculated by the engineers, but there is a 
shortage of knowledge on the agricultural side. An Agricultural 
Department was created in the Iraqi Government under the 
Mandate, but the contracts of various officers were not renewed 
in the 1930s when the economic depression set in, and the 
Department consists of only a few Iraqi officers. Steps are now 
being taken to recruit, on initial contracts of three years, a con- 
siderable number of British scientific officers, including soil 
chemists, an agronomist, botanists, entomologists, a plant patho- 
logist, a plant physiologist, an agricultural engineer, and so on. 
It is felt that the present system of cropping can be profitably 
overhauled. According to the present cropping practice cereal 
crops are sown in October or November and reaped in May, and 
the land is then left uncultivated and uncropped for eighteen 
months. No system of irrigation farming can pay on this basis. 
Agriculturists must explore the possibilities of rotation and new 
crops; they have not yet determined the economics of applying 
artificial fertilisers to the different crops. Until Iraq has a soil 
chemist and an agronomist progress will be difficult, and the 
British Middle East Office is trying to assist at present in finding 
the required specialist officers. 

One aspect of agricultural development in Iraq is that of 
population, which is now about 5 million in an area of about 5} 
million cultivated acres. ‘The new schemes may bring another 
6-7 million acres under cultivation, and since the people are not 
there to do the farming on a peasant-holding basis, it seems clear 
that the Government will have to contemplate large-scale farming on 
a mechanised system in the areas to be brought under development. 
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PERSIA 

Persia is a basically agricultural country with 80 per cent of her 
estimated 15 million people deriving their livelihood from the 
land; two-thirds of Persia’s 400 million acres are totally unfit for 
agricultural development, and it is very difficult to say what 
acreage can in fact be developed. One estimate is 50 million acres; 
another, 40 million. Present statistics are very unreliable and the 
exact area cropped is not known: one estimate of land under 
cultivation is 10 million, another, 15 million acres, of which 5-6 
million acres are considered to be irrigated. It may well be that 
no more than about 24 million acres more land are capable of 
irrigation. 

‘The most common method of irrigation in Persia, as in many 
other Middle East countries, is by kanats, a form of underground 
tunnel with open shafts at irregular intervals of 20, 30, or 40 yards: 
these tunnels are made along a good water belt, starting up in 
the hills. Often they are many kilometres in length; 70 per cent 
of Persia’s irrigation is run on this system. 

[It is possible to utilise the waters of a number of Persian rivers 
for the development of irrigated farming. Individual schemes will 
be relatively small. One such scheme in Isfahan involves boring 
a 1,700-metre-long tunnel through a mountain in order to unite 
the waters of two rivers, and subsequently to store the waters of 
these rivers in dams from which its outflow could be regulated for 
agricultural purposes. The contract for the first stage of this 
scheme has already been given to a British firm, and, when this 
stage is completed, it is considered that it will be possible to 
rrigate 30,000 more acres of land. The scheme in its first stage 
is incomplete in that it does not solve one of the main problems, 
that of having too little water in the river at some periods of the 

ear and too much at others, but the second will remedy this 
defect. This stage will store the waters of one river behind a dam 
ilt between two hills. Water can then be spilt into the river at 
will from this dam, and it will then be possible to grow some crops 
which are not grown at present, as well as to increase the area 
inder existing crops. The third stage of this scheme will similarly 
ntrol the waters of the second river. This scheme is one of the 
vy development schemes which has reached an advanced state 
f planning. There are several others in contemplation, for much 
in be done to develop Persian agriculture in this way, which 
provides the principal method of increasing the area of land under 
litivation. 

It is also coming to be realised that farming habits in Persia are 
sreatly in need of improvement. For instance, land which is 
meant to be lying fallow and to be resting from a crop is often so 
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thickly covered with weeds that close observation on the spot is 
necessary to see that it is not carrying a first-class crop. These 
weeds use up the soil moisture and plant food required for the next 
cultivated crop. Control of weeds and the better use of water are 
considered just as urgent as the sinking of new wells and the 
provision of additional irrigation supplies. Persia could improve 
agricultural output, without spending much money, merely by 
giving attention to sounder methods of farming. 

At present the Government are evolving a seven-year develop- 
ment plan. A Central Planning Board has been set up, but so far 
its aims have only been sketched out in broad outline, and the 
British Middle East Office hopes to be able to assist in completing 
plans for development. It is proposed to spend £30 million in 
seven years on agricultural development, of which {23,500,000 
are to be devoted to irrigation, but no details have yet been 
worked out. 


D. H. 


THE HUNGARIAN 
ELECTIONS AND AFTER 


I. INTERNAL POLITICS 


N August 31 Hungary went to the polls for the second time 

since the fall of the Horthy regime. The new feature of this 
election was the emergence of six opposition parties. In 1945 
there were no opposition parties of importance, and consequently 
most potential opposition votes went to the Smallholders Party 
as the one which was furthest to the right. Thereafter anti- 
Government tendencies frequently found support within the 
ranks of the governing Smallholders Party. It was in order to 
avoid this paradoxical situation that as many as six opposition 
parties eventually ran in the recent election. Some of them had 
been formed only a few weeks before it took place; they conse- 
quently lacked the support of established organisations, the daily 
press, and financial resources. Their electoral campaign was 
confined to meetings in which they enjoyed full freedom of 
speech and assembly. The four coalition parties having decided 
in advance to maintain the coalition, the programme of the 
Opposition was largely confined to negative criticism of the 
coalition programme, since there was no possibility of their 
entering the Government whatever the outcome of the election. 
All the Opposition parties led the electoral campaign with almost 
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identical slogans, such as Christian ideals, national independence, 
bourgeois democracy, and the inviolability of private property. 
The Hungarian elector must have been confused by hearing the 
same slogans from so many different quarters, the more so as 
identical catchwords were also used by some of the Government 
parties, with only a slightly different interpretation. The new 
Opposition parties were formed mainly by former Members of 
Parliament who had been elected in 1945 on a Government 
ticket and who subsequently were expelled or seceded from their 
. respective parties. 

(he Opposition party most to the Right, the Hungarian Inde- 
pendence Party, was formed by dissident Smallholder Deputies 
under the leadership of the former Under-Secretary of State for 
Justice, Zoltan Pfeiffer. Legal advisers of the clerical hierarchy 
are also among its members. Its electoral campaign was based 
mainly on the catchphrase of Hungarian independence, a slogan 
associated in the Hungarian mind with the fight for independence 
from Austria in 1848. This tradition has been exploited now by 
the Independence Party in an anti-Russian interpretation. 

The other extreme right-wing group, the Christian Women’s 
Camp, is led by Margit Schlachta, who was elected to the last 
Parliament for the Bourgeois Democratic Party. She is a lay- 
sister who has no political importance but who carries a certain 
moral weight, as during the Nazi terror she saved the lives of 
scores of people who were subjected to political and racial 


rsecution. 
The Independent Democratic Party was formed by Father 
Istvan Balogh, a former Smallholder Under-Secretary of State 


in the Prime Minister’s Office, who was the ‘Eminence grise’ of the 
first coalition and who left the party after the Nagy crisis, followed 
several former Smallholders. During the electoral campaign 
usations were heard to the effect that his party was formed with 
the support of the Communists in order to promote the Small- 
holders’ disintegration. 
(wo of the Opposition parties canvassed mainly for the votes 
f the urban bourgeoisie. One, the Bourgeois Democratic Party 
d by Géza Supka, formed part of the Government coalition 
ng the 1945 election, from which it was subsequently excluded. 
\t present it contributes more to the Opposition’s disintegration 
than to the weakening of the Government. The other, the Radical 
arty, was founded in 1945 by Béla Zsolt; its middle-course 
programme is based on the traditions of the Radical Socialist 


rt 


ty in France. Before the election it was joined by Karoly 
Peyer, former Secretary-General of the Trade Unions and of the 
| Democrat Party during the inter-war period, because the 
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Social Democrats refused to propose him as candidate in view of 
his militant anti-Communist past. This combination, however, 
was only a temporary one, in order to enable Peyer and his friends 
to enter the election on the list as candidates of an already existing 
party. 

The sixth Opposition party, the Democratic People’s Party, 
led by Istvan Barankovics, introduced an almost entirely new 
element into the Hungarian political scene — that of progressive 
Catholicism. The Episcopal Conference refused to recognise any 
of the contesting parties as the official Catholic Party, but Baran- 
kovics succeeded in obtaining the support of the lower clergy and 
in particular that of the Jesuit, Franciscan, and Dominican Orders. 
The new party can be compared with the left wing of the 
French M.R.P. Barankovics is in favour of the coalition pro- 
gramme including the agricultural reform, and his aim is to 
establish a truce between Government and Church. 

The alliance concluded by the four Government parties to the 
effect that they would maintain the coalition whatever the outcome 
of the election might be prejudiced the chances of the Smallholders 
Party, which conducted the campaign with slogans in favour of 
liberal economy while at the same time already subscribing in 
advance to the coalition programme sponsoring planned economy. 
The Smallholders’ handicap was increased by the lack of contact 
between the peasant masses and their present leaders. The 
nominal leader of the party, Istvan Dobi, is a genuine peasant, but 
the executive consists mainly of intellectuals. The peasantry in 
Hungary are fundamentally conservative, as they are all over the 
world. ‘Their distrust of the Left has been amply exploited by 
the right-wing inference that if the Left gains power collective 
agricultural production will be introduced on the Russian pattern. 
Consequently the word “‘kolhoz”’ is now the most feared bogy in 
the Hungarian countryside. Furthermore, the peasant masses 
were greatly perturbed by events connected with the resignation 
of their former leader, ex-Premier Nagy. But although this event 
had a disturbing effect on his former supporters and contributed 
to the Smallholders Party’s disintegration, his advice not to 
participate in the elections, which was conveyed to the Hungarian 
electors through the medium of broadcasts transmitted by the 
official American network “‘Voice of America’, met with no 
response; for the number of votes cast was actually higher than 
in 1945. 

The other agrarian party, the National Peasant Party, is much 
more to the Left. They rely more on support from the agricultural 
proletariat than from the well-off peasants. Their leader is the 
peasant writer, Péter Veres. The party’s candidates were mainly 
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genuine peasants and agricultural workers, in contrast to the 
Smallholders, on whose ticket a large number of urban middle- 
class elements tried to enter Parliament; but the National Peasants 
also counted among their candidates progressive intellectuals, who 
during the inter-war period were known under the name of 
‘‘village explorers”. 

The Social Democrat Party entered the election with the highest 
hopes. ‘l'hey were, in fact, the first to demand a fresh election, as 
far back as 1946. Their hopes were based on two assumptions. 
First of all they had the largest membership, numbering over 
1,000,000, and they assumed that their poll would even exceed 
their registered membership. In addition they expected to profit 
from the floating vote of the middle-class and peasant population 
who were disillusioned by the weakened and disintegrated 
Smallholders. ‘Their chances, however, diminished noticeably 
during the electoral campaign. It was to be expected that Karoly 
Peyer would attract a certain number of Social Democrat votes; 
their severest loss was caused, however, by the adroit Communist 

‘tics, which at the height of the campaign revived the ‘‘United 


Socialist-Communist Party” scheme. Naturally this prospect 
discouraged middle-class and peasant electors from casting their 
vote for the Social Democrats. They reasoned that votes 
ast for the Social Democrats would ultimately benefit the 
| Communists, and preferred to give their vote to the openly 


nti-Communist Opposition. The strength of the Social Democrat 
Party is based on its 75-year-old tradition, as well as on its well- 
stablished organisation; yet this suffered from the prevalence 
f two opposing trends within the party; the one favouring close 
operation with the Communists, and the other looking for 
ipport from the Social Democrats of the West. The leader of 
the party, Arpad Szakasits, represents the first trend. 

During the electoral campaign it became evident that the 
Communist Party was the most dynamic. It would be wrong to 
issume that the Communists’ strength lay to any great extent in 
the presence of the Russian occupation forces. ‘This strength was 
n fact due to their homogeneous character; to the intellectual 

iality of their leadership which is undoubtedly higher than 
t of any other party in Hungary; and to their determination 

enterprise in strengthening their own position. Another 
lity which became apparent during the elections was their 
sticity. ‘he Communist Party’s concept, propagated under the 
name of ‘‘people’s democracy”’, tried to reconcile Parliamentary 
government with economic levelling-up, to combine nationalised 
heavy industries with small and medium industry based on private 
ncentive; State-controlled foreign trade with privately run 
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commerce; and, in agriculture, the principle of individual holdings 
with that of co-operatives for the common use of implements. 
In their electoral campaign they also showed signs of willingness 
to compromise with the Church. Furthermore, they were anxious 
to satisfy and appease Hungarian nationalist sensitiveness to the 
extent of reviving nationalist catchwords of the inter-war period. 
Yet their main attraction was perhaps their dynamic quality and 
strength. Although their somewhat brutal and abrupt manners 
certainly contributed to the prevalence of a strong anti-Communist 
feeling in the country, it should not be forgotten that ever since 
1867 Hungary has always been ruled by one strong ‘party. Con- 
sequently respect for a strong Government party has a certain 
tradition in a country which has never had the experience of the 
well-balanced two-party system of English parliamentary life. 
The numerical strength of the Communist Party cannot, of 
course, be compared with that of the Liberal, Conservative, 
counter-revolutionary, and semi-Fascist Government parties 
between 1867 and 1938; nevertheless there is an analogy. So, 
although the lack of tolerance in Communist methods caused a 
great deal of resentment, it also contributed to the realisation that 
the Communist Party is a factor in Hungarian public life which 
cannot be ignored and which will defend itself to the utmost 
against efforts to eliminate it from the political scene. ‘This deter- 
mination became evident by the manner in which the Nagy crisis 
was handled. 

The general election had also a secondary object in the desire 
to prove to the West that Hungary is in fact adhering to the 
principles of Western Parliamentary democracy. The electoral 
law on which the 1945 elections were held had been devised to 
exclude urban ‘“‘anti-democratic’”’ elements, but had yet made 
possible a far wider and more genuine expression of the nation’s 
will than anything known under earlier régimes. After the crisis 
of May-June, 1947, and before dissolving in preparation for the 
new elections, Parliament passed a new law which revised that 
of 1945, but not to the extent frequently prophesied by the 
Western press. The new law maintained the principles of the 
1945 election based on proportional representation. ‘The country 
was divided into 16 constituencies, for each of which the parties 
submitted separate lists of candidates. Each mandate required 
14,000 votes; thus the parties were represented by as many 
members as the number of times that 14,000 votes were cast for 
them. The remaining votes in favour of a party were added up 
and the total was credited to a “national list”. The provision 
concerning the ‘‘national list’’ envisaged a bonus for the Govern- 
ment parties by stipulating that in the case of their obtaining 
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more than 60 per cent of the remaining votes they would receive 
75 per cent of the mandates from the “‘national list’. ‘This was one 
of the alterations made which worked out to the advantage of the 
Government. 

The new electoral law furthermore provided for the disfran- 
chisement of a number of categories of persons. The most 
important of these groups was that of the German minority, who 
alone numbered more than 150,000. The restrictions also affected 
those who had fled to the West with the Germans and the Arrow 
Cross Government in 1944 and did not return to Hungary until 
the end of 1945. This second category of disfranchised persons 
numbered about 100,000. The third large group consisted of 
those who had a Fascist or counter-revolutionary past according 

the following criteria: those against whom legal action was 
taken for such offences; those who were dismissed from public 
or private employment for similar reasons; and those who held 
leading posts in political, social, and economic organisations with 
a reactionary, anti-semitic, anti-democratic, or Fascist character 
between 1920 and 1945. When the law was passed it did not 
arouse much criticism except among those affected by it. It was 
accepted that in a country like Hungary the adage of Saint-Juste 
was well justified: ‘‘Pas de liberté pour les assassins de la liberté’’. 
\ good deal of injustice has arisen, however, in applying this law. 
Numerous people were disfranchised unjustly, while others who 
lid not deserve the right to vote were free to exercise it. This was 
iinly due to the machinery determining the disfranchisements. 
ie decisions were taken by the local electoral committees, 
mposed of representatives of the coalition parties and the 
le Unions. It was inevitable that in decisions taken by such a 
y, without administrative experience, political and even 
onal considerations should prevail. This suggests again the 

akness of a system which combines the function of the civil 
ce with that of party politics, the shortcomings of which are 
eable throughout the civil service, foreign service, and 
nic life of Hungary. Altogether, out of a total electorate of 

,400,000, 450,000 electors were disfranchised, of whom about one- 

| (some 150,000) were of German extraction and destined 
nder the Potsdam agreement for deportation. The majority of 
se disfranchised appealed, and 113,000 persons were restored 
the register. According to official statistics the final number of 
lisfranchised persons was 333,000, including the Germans, i.e. 6 
per cent of the total electorate. 

The ballot on August 31 was secret and no pressure was exerted 
yn the voters. The counting of the votes took place in the presence 
of electoral committees in which both Government and Opposition 
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parties were represented. The procedure of polling seemed to be 
quite fair with a sole exception: workers in several factories were 
provided with electoral tickets which enabled them to cast 
additional votes outside their place of domicile. Apparently the 
over-zealous electoral organisation of the Communist Party was 
anxious to make sure that the number of votes received by their 
party should at any rate exceed those received by the Social 
Democrats. According to the estimate of British observers, 
“correction” of the election results by irregular disfranchisement 
and plural voting could not, however, have affected more than 
about 150,000 votes, mainly to the detriment of the Social 
Democrats and to the benefit of the Communists. 

The final results of the election were as follows: 





Government Opposition 
Communist Party 1,113,050 Independence Party (Pfeiffer) 670,547 
Smallholders Party 769,763 Christian Women’s Camp 
Social Democrat Party 744,641 (Schlachta) 69,536 
National Peasant Party 415,465 Independent Democratic 
Party (Balogh) 260,420 
Bourgeois Democratic 
Party (Supka) 50,294 
Radical Party (Peyer- 
Zsolt) 84,169 
Democratic People’s 
Party (Barankovics) 820,453 
3,042,919 


1,955,419 


Accordingly the parties received the following number of 


mandates: 

Government Opposition 
Communists 100 Independence Party 49 
Smallholders 68 Christian Women’s Camp 4 
Social Democrats 67 Independent Democratic Party 18 
National Peasants 36 Bourgeois Democratic Party 3 

Radical Party 6 
Democratic People’s Party 60 
271 140 


As a result of the bonus system for the remaining votes the 
Government parties have a two-thirds majority in Parliament, 
although only 60 per cent of the votes were cast for them. 

The emergence of an Opposition which could obtain 40 per 
cent of the votes came as a genuine surprise, and their presence 
has very much altered the face of the Hungarian Parliament. 
The emergence of the (Catholic) Democratic People’s Party 
as the second largest party in the actual voting suggests that 
Catholic influence is still powerful in Hungary. 

The second largest Opposition party, the National Independ- 
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ence Party, seems to fulfil for the time being the useful purpose of a 
whipping boy. As an extreme right-wing party, it does not try 
to camouflage its anti-Russian, anti-Communist, and anti- 
Socialist sentiments, perhaps with the object of gaining sympathy 

1 America. Should it succeed it is more than likely that this 
party will be exposed to such pressure as will make its survival 
doubtful. Its future prospects also depend on the general trends in 
world relationships, for the deeper the rift becomes between 
East and West, the stronger will be the fear-complex of the left- 
wing in relation to a party which is qualified to become the 
outpost of American policy. 

The change of balance within the coalition has altered sub- 
stantially. ‘The Communists emerged as the strongest party in 
Parliament and could thus claim a larger share in the Government. 
It was this fact, i.e. the heavy losses suffered by Social Democrats 
and Smallholders, which caused a palace revolution in the ranks 
of these two Government parties. ‘The revolt was staged against 
the leaders of both parties, who were accused of subservience to 
the Communists; and a minority in both parties seemed prepared 
actually to leave the coalition unless their position in it could be 
secured. ‘The Communists, having now achieved their object of 
strengthening their position within the coalition (which they felt 
bound to maintain), showed understanding for the grievances of 
their partners, and after a fortnight’s bargaining a new Govern- 
ment was formed which does not differ a great deal from the 
previous one. ‘The Communists took over one additional portfolio, 
the Ministry of Foreign Affairs, formerly held by the Smallholders. 
The National Peasants, the other Government party which has 

increased its poll, took over the Ministry for Defence from the 
Smallholde rs. ‘Two Cabinet posts which formerly had been held 
by Smallholders were merged with other Ministries. The Prime 
Ministership was offered by the Head of the State to the Com- 
munist Party, which preferred, however, to leave it in the hands 
of a Smallholder, Lajos Dinnyés. The Government in its final 
orm consisted of 5 Communists, 4 Social Democrats, 4 Small- 
holde rs, and 2 National Peasants. 

One should not assume, however, that the wounds within the 
inks of Social Democrats and Smallholders have been healed. 
Although the Social Democrats have retained the same leaders 

ind the Smallholders have elected a new Committee and 
Secretary-General (the former Foreign Minister Janos Gyéngyési) 
who are in favour of maintaining the coalition, yet dissensions 
within the coalition will continue as a permanent feature of 
Hungarian political life. Nevertheless the Government has a 
firm basis now for carrying out its programme, the main features 


} 
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of which are the nationalisation of the Banks, the placing of the 
centrally controlled State economy on a permanent basis, and the 
Three Year Plan. The principle feature of this last is the promo- 
tion of heavy industry, with the object of furthering Hungarian 
economic independence by increased industrialisation, in particular 
by increased production of capital goods. 


II. ForEIGN RELATIONS 

A new chapter in Hungary’s relations with the outside world 
opened with the ratification of the peace treaty on September 16. 
The Allied Control Commission was liquidated ten days after- 
wards and the Russians are now withdrawing their troops from 
Hungarian territory. According to the Treaty they have to 
evacuate the country within ninety days from the ratification date, 
except for such troops as may be deemed necessary for safe- 
guarding communications with the Russian zone of Austria. 
The anti-Republican conspiracy discovered at the end of last 
year and the crisis within the Smallholders Party resulting in the 
resignation of ex-Premier Nagy centred round the possibility of 
an alternative political course for Hungary based on American 
support as soon as the peace treaty had been ratified. There seems 
to be no doubt that such a course has no prospects, and the new 
coalition Government in which the Communist Party has 
strengthened its influence will ruthlessly fight all endeavours 
towards an increase of American influence in Hungary. 

It would be a fallacy to assume that Russia’s hold on Hungary 
has been based on the military occupation. The effects of the 
occupation have often been exaggerated, just as illusions regarding 
America were fostered by those who hoped to bring to fruition a 
counter-revolutionary plot after the evacuation. In fact the 
economic bond is a much stronger one than the military, and it 
has two aspects. On the one hand, Hungarian obligations to 
Russia under the Treaty and the Potsdam agreement tie her to 
the Soviet Union to the same extent as a debtor is tied to his 
moneylender. On the other hand, Hungarian economic revival is 
in the present situation dependent on the Soviet Union and the 
other East-European countries which provide her with both raw 
materials and markets for her industrial products. By her claim 
for reparations Russia holds an enormous mortgage on Hungarian 
economy, which would have been almost doubled by her further 
claim arising from the Potsdam agreement; it seems, however, 
that this second mortgage is to be substantially reduced. Russia 
became also one of the largest shareholders in Hungary’s economic 
life by taking over all former German assets. As a shareholder 
and mortgage-holder she had an immediate interest in the 
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regeneration of her debtor. This is how Hungarian industry has 
been able to obtain the necessary raw materials from the Soviet 
Union and other countries closely connected with her, such as 
Poland, Czechoslovakia, and Yugoslavia. Hungary in her turn 
has had to pay for these raw materials with industrial products, thus 
establishing the basis for a two-way trade. 

Although a member of the Communist Party is now Foreign 
Minister, it seems that Hungarian foreign policy will aim at 
continuing to adhere to a middle course by leaving scope for free 
exchange with the West in the spheres of trade and intellectual 
relations. Ultimately, however, the course of foreign policy will 
be determined by the relationship between East and West. 
Official Hungarian spokesmen have always stressed the country’s 
determination to avoid a course by which she would contribute 
to the clash between the world Powers. In Hungary’s refusal of 
the invitation to the Marshall plan conference in Paris it was 
pointed out that she does not want to take sides on an issue which 
is subject to controversy. This was at any rate a more graceful 
efusal than that of the other Eastern European countries. 

The ratification of the Treaty was welcomed not only because 
it meant the re-establishment of Hungarian sovereignty and the 
end of foreign tutelage, but also because the Treaty envisaged 
Hungary’s admission to the United Nations after the ratification. 
When her application was turned down it was little realised in 
Hungary that this was part of the game played by the great 
Powers, and it was resented that her efforts to steer a middle 
irse were not acknowledged. Not being admitted to U.N.O., 
Hungary will be deprived for the time being of the benefit of 
h United Nations agencies as the World Bank. This might 
‘ngthen the position of forces which are in favour of making 
lungary as independent as possible of Western economic 

lence. 


| 


he Hungarian 


< 


middle course’’ conception had to undergo 
ther strain by the ‘‘Cominform’’ declaration. ‘True, the 
arian signatories were not members of the Government, a 
aution not taken by most of the other countries; nevertheless 
: fact cannot be overlooked that the attack made against the 
Prime Ministers of Britain and France was signed by members of 
largest Hungarian Government party. At the same time the 
nsequences should not be overestimated. Although the declara- 
| means war on social democracy, it does not necessarily mean 
hostility against the countries ruled by Social Democrats. Hun- 
iry has, in fact, hitherto been more sensitive than other Eastern 
European countries to the distinction between British and Ameri- 


policy, and the Hungarian Social Democrat Party, though 
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much weakened, is still anxious to enjoy the goodwill of the British 
Labour Party. 

Whereas the main trend of her foreign policy is determined 
ultimately by the relationship between East and West, Hungary 
endeavours to shape a policy of her own in respect of her neigh- 
bours. Past grievances against Yugoslavia and Rumania have been 
shelved, since the fate of the Hungarian minorities in these two 
countries gives little reason for complaint. In this respect the 
left wing claim that “‘people’s democracies’ have been successfu! 
in eliminating nationalist feuds seems to be justified. The same 
cannot be said about the Czechoslovak-Hungarian problem, ' 
which was left unsolved by the peace Treaty. According to the 
Treaty Hungary and Czechoslovakia are to enter into bilateral 
negotiations over the Czechoslovak proposal to eject 200,000 
Hungarians from Slovakia, in addition to those who have been 
exchanged against repatriated Slovaks from Hungary. The 
Communist Parties of both countries are most sensitive on this 
point, as both are afraid that any concession made on their 
country’s behalf might give ground to the accusation that they do 
not safeguard the national interest. Nevertheless, there are hopes 
that the negotiations now to be embarked upon will not be 
altogether fruitless. Czechoslovakia has already revised her 
intention of ridding the Republic of all minorities in concluding a 
treaty of alliance with Poland under which she grants full minority 
rights to the Poles in Teschen. It should not be inconceivable, 
therefore, that Hungary and Czechoslovakia, the two countries in 
south-east Europe whose social structure and general political 
direction are most similar, may equally end their feud by a treaty 
strengthening the ties between them and containing provisions 
for the Hungarian minority similar to those of the Polish- 
Czechoslovak treaty of alliance. In the sphere of trade Czecho- 
slovakia is second on the list of the countries from which Hungary) 
imports and third on the list of those to which she exports. This 
also indicates the necessity of a political détente between the two 
countries. 

This picture of the Hungarian scene would be incomplete 
without reference to the recent trade agreements which have been 
concluded with a view to securing raw materials for her industrial 
production on the scale envisaged by the Three-Year Plan and at 
the same time obtaining a market for her surplus. The three 
principal agreements are those with the Soviet Union, Yugoslavia, 
and Great Britain. In the first two instances Hungary imports 
raw materials and exports industrial products. The agreement 
concluded with Britain provides for the export of food to Britain, 

1 See The World Today, March 1947. 
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while the sterling proceeds will be employed for the purchase of 
industrial raw materials and also of machinery. ‘These three 
agreements not only point to the future trend of Hungarian 
economy but are also suggestive of the political course to be taken. 
Long-term planning is based on the closest co-operation with the 
Soviet Union and Yugoslavia, but envisages at the same time an 
outlet to the West, as indicated by the agreement concluded with 
Great Britain. 

The election, as well as other events determining Hungary’s 
course, suggest that in internal policy there is a slight swing to the 
Left which is not only due to the growing strength of the Com- 
munist Party, but even more to the weakened state of its partners 
in the coalition, by which the relative strength of the Communists 
has been increased. In foreign policy her exclusion from U.N.O. 
and the participation of the Communist Party in the Cominform 
suggest that a trend to the East is to be expected, just as in the 
economic sphere the freezing of American credits and the con- 
clusion of the Yugoslav and Soviet trade agreements oblige her to 
look to the East more than in the past. Nevertheless, in internal 
politics Hungary maintains her coalition system of government, 
based on legislation by a freely elected Parliament; in foreign 
policy she is still anxious to deserve the goodwill of the Western 
democracies, in particular of England; and in economic life she 
leaves the way open for normal trade with the Western countries. 


A. R. 


THE EXTENSION OF STATE CONTROL 
IN SWITZERLAND 


HE Swiss are proverbially a freedom loving people. For 
centuries they have not only maintained their integrity and 
independence in the field of foreign affairs but have upheld human 
| civil liberties at home and safeguarded the authority of the 
cantons from any encroachment of the central power of the State. 
In spite of her poor and insufficient soil Switzerland has succeeded 
in building up a flourishing economy based on the principles of 
liberty, private property, and private initiative as guaranteed by 
e Constitution. 
During the war the country’s economy came to a considerable 
extent under the control of the Federal Government. Once the 
war was over, however, two opposing trends of opinion emerged, 
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one in favour of a total return to pre-war laissez-faire methods, 
and the other advocating the retention and extension of the State 
controls of the country’s economy introduced during the war. In 
view of this situation, considerable interest attaches to the referen- 
dum of July 6, 1947 on the question of the introduction into the 
Constitution of several new economic articles providing for the 
retention of some degree of State control. There was a quite 
exceptionally large poll, 87 per cent of the electorate taking part. 
The result showed a narrow majority in favour of continued 
economic control, 558,000 voting for and 496,000 against, or 13 
cantons in favour and 9 against. 

Laissez-faire, a guided economy, or strict planning? The choice 
between these three presents a problem which is acutely topical in 
every country today. It should therefore be of interest to wide 
circles beyond the Swiss frontiers to know how Switzerland has 
answered the question, and whether and to what extent she has 
departed from the principles which headed the economic clauses of 
the Federal Constitution of 1874: ‘“Freedom of trade and industry 
are guaranteed throughout the Confederation.”’ 

It is readily understandable that changes in economic and social 
conditions and the rapid developments of science have made it 
necessary for the Swiss to withdraw certain important depart- 
ments, such as railways, postal and telegraphic communications, 
Customs, banks, the laws governing creditors’ rights and bank- 
ruptcy, etc., from the cantonal legislature, and to transfer them to 
the central Government. Many of the federal laws connected with 
these departments—notably the factory laws and the law of 
contract—protected the interests of the economically weaker 
elements and thus put a stop to a thorough-going Jatssez-faire 
policy in the Manchester tradition without, however, tampering 
with the basic economic liberties. 

A more fundamental revision of the economic clauses of the 
Constitution was not precipitated until the world economic crisis 
and the second world war. During the war Switzerland was 
surrounded by combatant States, and her very existence was 
threatened. Here, as in every other country, industrial planning 


became inevitable, accompanied by the usual overweighting of 


bureaucracy. A double reshuffle took place in the legislative 
departments, certain powers being transferred from the cantons to 
the State and others from the federal Parliament to the Govern- 
ment and other federal authorities. The Executive was given 
special powers to take over a great deal of the legislation. ‘Thus 
there began a régime of emergency measures which were not 
subordinate to popular vote. 

Varying conclusions have been drawn from these war-time 
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experiences by different sections of the population and of industry 
according to their political and economic outlook. A very strong 
current of opinion stood for the immediate and radical abolition 
of all these restrictions. It was pointed out that Switzerland, 
and particularly her industry, owes her prosperity and resilience 
to free enterprise and to the federal structure of the State, and that 
these well-tested principles should therefore be wholly restored. 
Another body of opinion demanded the continuation of existing 
measures or the introduction of new ones, designed to protect 
agriculture, small business, and foreign trade, which even after the 
end of the war have suffered so much from foreign restrictions — 
as well as measures against cartels, etc. Those sections of the 
community which believe in centralisation, such as, for example, 
the Social Democrats, wanted the principle of the right to work 
and the extension of State control to be written into the Constitu- 
tion. ‘The State, they said, should be made responsible for a planned 
economy, for full employment, for the prevention of economic 
crises, and for social welfare. 

The result of the referendum represents a victory for a com- 
promise solution, favoured by the federal Government and 
Parliament. It is based on the principle that industrial freedom 
and the federal structure of the State are indivisible. But though 
the régime of emergency powers is to be ended, the State will 
be constitutionally empowered to provide for the development of 
social welfare, the economic security of the community, and the 
equitable settlement of labour conditions. The State is further 
enabled to take measures—and in urgent cases without regard to 
the principle of economic freedom—which may be necessary to 
protect endangered parts of the country or branches of industry, 
or to preserve the peasantry and agriculture from the harmful 
influence of cartels; the need for similar measures may also arise 
through unemployment, economic crises, or war. 

The basic contents of the new economic clauses are as follows: 

1. ‘The principle of freedom of trade and industry is maintained. 
This is essential for the Swiss economic system. By means of 
active private initiative the country will procure those foodstuffs 
and raw materials which she lacks and for which, more than any 
other nation in the world, she is dependent on foreign trade. 

The idea of economic planning by the State is thus repudiated, 
since by the rejection of the two referenda of May 1946 on “The 
Right to work” and on “Economic Reform and the Right to 
work’’, the Swiss people showed their detestation of any form of 
economic planning. 

2. The State is responsible for public welfare in the social and 
economic spheres only in so far as reasonably corresponds to the 
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demands of economic interests. “The State will take measures 
within the framework of its constitutional powers to promote the 
welfare of the people and the economic security of the 
community.” 

3. The principle of protection is repudiated. But the State 
has the right, without prejudice to the freedom of trade and 
industry, “to make regulations concerning the conduct of trade 
and industry and to take measures to promote particular branches 
of industry or business” 

4. More far-reaching interventions of the State—which in 
certain necessary cases may affect the freedom of trade and 
industry —are only permitted as special security measures in the 
interest cf the general public in the following five cases: 

(a) For the preservation of important branches of industry and 
business whose existence is endangered, and for the promotion 
of the professional efficiency of the independent wage-earners in 
such branches of industry or business. 

(6) For the maintenance of a healthy peasantry and an efficient 
system of agriculture, and also for the consolidation of peasant 
property. (This exceptionally important provision makes possible a 
radical alteration of the agrarian laws.) 

In both the above cases any new regulations are subject to two 
further conditions: (i) the interests which need protection must 
have taken all appropriate measures to help themselves; and (ii) 
the development of those economic organisations which depend on 
mutual assistance —e.g. co-operatives —must be guaranteed. 

(c) For the protection of parts of the country threatened by 
economic difficulties. 

(d) Against the effects of cartels and similar organisations, 
which may be injurious to society and public economy. 

(e) For protective measures in time of war. 

5. Similar moderation is seen in the following clauses: “The 
State, in co-operation with the cantons and with private industry, 
will take measures to prevent the occurrence of economic crises 
and, if necessary, to combat any increase in unemployment. It 
will make regulations on the provision of employment.”’ 

6. In the sphere of labour legislation, which is of great impor- 
tance both socially and economically, and which is particularly 
complicated in Switzerland, the emergency measures passed in the 
course of the world economic crisis and during the war will be 
incorporated in the Constitution. The State receives extensive 
powers to regulate practically all questions dealing with labour. 
(These include protection of employees; compensation for loss of 
wages as a result of military service; Labour Exchanges; arbitration 
in industrial contracts; regulations about vocational training, not 
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res only as regards the professions, but also for industry, trade, 
the | agriculture, and domestic service; unemployment insurance; and 
the welfare of the unemployed.) 


7. The decisions to be taken must be in accordance with the 


ate will of the people; they must satisfy the needs of industry and 
ind respect the rights and interests of the cantons. The enfranchised 
ade | population, private industry, and the cantons will therefore be 
he | given a wide responsibility in the introduction into Parliament and 


passing of these regulations. 
in ¥ ‘They cannot be introduced by order of the Government, but 


ind |) only in the form of federal laws and federal resolutions passed by 
the |) both Houses of Parliament, and for which a popular referendum 
may be demanded. This can only be precluded in very exceptional 

and cases at times of economic crises. 

ion | [he settlement of a number of questions (e.g. the expansion and 

; in |) taxation of trade and industry, restrictions in the hotel trade, etc.), 
') will be left in the hands of the cantons. ‘The views of the cantons 

ent must be heard before regulations are passed, and they shall 

ant normally be responsible for the execution of the federal decrees.” 

le a Further, “The appropriate industrial organisations must express 
|, their opinions before regulations are passed, and they can be called 

two |) on to co-operate in carrying out the orders.”’ 

1ust ¥} In conclusion, two observations may be put forward on the 

(ii) form and substance of these reforms. 

1 o1 A federal Constitution should be written in the shortest and 


learest sentences possible. The new clauses, with all their 

| by onditions and sub-conditions set out in contradictory and 
) complicated terms, do not appear to conform to this ideal. There 

O1 is, nevertheless, one important advantage in this form of codifica- 
that it takes full account of the manifold aspects of econo- 

life and of the interests of all parties concerned and thus 


‘T suarantees the social and economic justice of the proposed laws. 
sti Certain compromises are evident in the substance of the deci- 
rise ons taken, which obviously cannot fully satisfy either those who 


upport liberal economy or those who stand for State intervention. 
But the great value of the reforms lies in the fact that a happy 
p medium has been found between the two extreme points of view — 
lar mplete laissez-faire, and State control. With the traditional love 

t freedom of the Swiss people and their deeply rooted hatred of 








ll b entralisation, State intervention, and bureaucracy, it is not 
sive urprising that they should have decided by such a narrow majority 
you as the referendum showed—to accept this compromise. The 
3s practical and thoughtful Swiss nation has, however, succeeded in 
atic retaining all the traditional principles of a free and federal eco- 


,not | nomy, while at the same time setting up the constitutional basis 
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of a modern and far-reaching system of economic security which is 
already so necessary for certain sections of the community and 
which, in time of crisis, will be essential for the whole national 
economy. The development of social welfare is moreover assured, 
for the referendum of July 6 approved—and by an overwhelming 
majority—the important social reform of compulsory welfare for 
the aged and dependents. 


a. #. 
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